PUBLIC LAW 104-188AUG. 20,1996 110 STAT. 
1781 


"(A) a determination as defined in section 


1BH]3(a), 
or 


(c) REPEAL OF SPECIAL AUDIT PROVISIONS FOR 
SUR- 
CHAPTER S ITEMSI 
(1) GENERAL RULE|2SubcHapter D of chapter 63 (relating 
26lusé 6241 et 
ax treatment of subchapter S items) is hereby repealed. 


(2) CONSISTENT TREATMENT REQUIRED Section 6037 
cae to return of S corporation) is amended by 
addin 
at the end the following new suhsection: 
"(c) SHAREHOLDERS RETURN MUST BE CONSISTENT cio 


PORATE RETURN OR SECRET, OTIFIED OF INCONSISTENC 
"(1) IN GENE shareholder of an S 
corvoration shall. 

on such’ shareholderfs return! treat a 
subchapter S item in 

a manner which is consistent with the treatment 

of such item 


on the cornorate return. 
"(2) NOTIFICATION OF IN SISTENT TREATMENTIOn 
H(A) IN GENERA n the case of anv 
subchavter S 


item, if— 
#(i)(D the corvoration has filed a return 
ut the 
shareholder's treatment on his return is 
(or mav be) 
inconsistent with the treatment of the 
item on the 


corvorate return. or 
"(TT) the corvoration has not filed a return. and 
"(ii) the shareholder files with the Secretary a 
statement identifvina the inconsistencv. 
pagans ) shall not annlv to such item. 
(B) SHAREHOLDER RECEIVING INCORRECT 


INFO 7 

TION shareholder shall be treated as 
havina complied 
with clause (ii) of subpnaraafaph (A) with 
respect to a sub- 
chaptep S item if the shareholde@& 

(i) demonstrates to the satisfaction of 
the Sec- 
retarv that the treatmenf of the 
subchapter S item 
on the shareholder's return is consistent 
with the treat- 
ment. of the item on the schedule furnished 


to the 
hareholder bv the cornoration! and 
(ii) elects to have this paragraph apply with 
respect to that item. 
"(3) EFFECT OF FAILURE TO NOTIFY=In anv case— 
"(A) described in subparagraph (A)(i)(I) of 
paraaraph 
(2), and 
"(B) in which the shareholder does not 
comply . with 
subpvaraarabh (A)(ii) of paragraph (2). 
anv adiustment reauired to make the treatment 
of the items 


bv such’ shareholder’ consistent with’ the 


treatment of the items 
on the corvorate return shall be treated as 
arisina out of 
eae at aaa or clerical poroes and or 
accordin 

tion 621 3(b)(1). Paraaraph Py of section 6213(b) 
shall not avvolv 


to anv assessment referred to in the preceding 
sentence. 

"(4) SUBCHAPTER S ITEM/=Hor purposes of this 
Saenger te 
ie term !subchanter S item® mean§ anv item of an 


corporation 
to the extent that reaulations vrescribed bv the 
Secretarv pro- 
vide that. for nurvoses of this subtitle. such item 
is more 
avvrovriatelv determined at the corvoration level 
than at the 


shareholder level. 


